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EDITORIAL

Branch Office Ethics
It is an unusual week that passes without bringing some in
quiry, protest or objection on the question of branch offices of
accounting firms.
Originally in all professions the work was almost wholly in
dividual. The lawyer, for instance, had his chambers in which
he met his clients and personally served their needs. In the
beginning the accountant, too, worked in a somewhat similar
fashion.
There was something approaching the ideal in the relation
ships thus established, and these relationships might have con
tinued undisturbed but for the growth of business both in volume
and in the variety and extent of its ramifications. Accountancy
has been and is more closely connected with this development
of business than perhaps any other profession. As the servant
of business it has, therefore, been inevitable that accountancy
should conform in its development to the necessities imposed
upon it by the development of business.
Thus, instead of the individual practitioner working alone,
we find him working with and through a staff of assistants. As
his practice extends he becomes a part of a firm and the mem
bers of the staff look forward to promotion not only to higher
positions within the staff, but ultimately, if their talents and
industry warrant, to positions as partners.
If the firm’s practice includes many corporations operating
in part through subsidiaries, or maintaining branch factories or
other establishments at various points, the time comes when it
seems necessary for the firm to establish one or more branch
offices in order properly to take care of its practice. There is,
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therefore, a sound reason for the branch office, and it may be
said safely that the better firms which have adopted this form of
organization have done so only as the interests of their practice
have required. Such offices have not been established by them
except as the growth of their professional work at a given point
made it desirable to maintain there a branch office. Indeed, there
is a general feeling among such firms that branch offices estab
lished on any other basis are a liability rather than an asset.
The good name of the firm is necessarily at risk and may be
seriously injured by the conduct of the branch manager, and such
firms probably look upon the establishment of a new office with
a feeling of reluctance rather than of eagerness.
Unfortunately some firms have pursued a policy of rapid de
velopment through the establishment of branch offices at points
at which the firms have no established practice. In such circum
stances the manager feels, if he is not told, that he must some
how make the office pay. This kind of branch office policy has
given rise to just criticism and probably forms the basis of most
of the adverse comment which is made upon the subject.
As an illustration of the questions which arise and the protests
which are made against certain kinds of branch offices, the follow
ing letter written by a member of the American Institute of
Accountants will be of interest. The city from which it is written
is one of the large and flourishing centers of the middle west.
Editor, The Journal of Accountancy,
Dear Sir:
It occurs to me that it would be of interest to some members
of the profession if an article were written about the ethics of our
profession as applied to the employment of assistants and their
limitations.
The particular matters I have in mind just now are four:
1. Is the practice of sending out new employees without
previous professional experience as branch office managers a wise
one?
2. Is the practice of signing reports of work done by juniors
without further supervision than an office inspection advisable?
3. What should be said of a branch office of a firm in which
neither certified nor chartered accountants are employed ? Should
reports made up in such offices be signed there by employees not
certified or chartered ? If not, is it ethical to make up such reports
for signature at some other office of the same firm where certified
or chartered men are employed ?
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4. What should be said of the practice of certified accountants
arranging with those not certified to sign their reports for a per
centage of the fee, no supervision to be exercised?
These are not hypothetical questions. It is common report
that each one of these practices is being carried out in this vicinity.
An editorial or other opinion from some one whose authority
is recognized would be appreciated by some of us who are con
cerned for the good name of our profession.
Yours truly,
C. P. A.
P. S.—A Chicago firm of C. P. A.’s has an arrangement with
a collection agency for forwarding mail, but the partners in the
Chicago office advertise it as a regular office, of which they have
eighteen on their letterhead. They haven’t even desk room in this
city and never had a man here or working from here.
Upon receipt of this letter it seemed well to obtain an opinion
from the highest authority, and accordingly the correspondence
was sent to Carl H. Nau, chairman of the committee on profes
sional ethics of the American Institute of Accountants.
Perhaps the informal reply which was received will best ex
press the professional feeling on the questions raised without any
attempt to expand the matter into an article as is suggested by
Mr. Nau.
*******
He considers separately each of the four questions in the letter
and comments upon them as follows:
1. Is the practice of sending out new employees without
previous professional experience as branch office managers a wise
one?
The answer must of necessity be an unqualified “No.” The
reason for this answer is so elementary and obvious that it would
be as absurd to justify it as would be an attempt to prove an
axiom by argument.
2. Is the practice of signing reports of work done by juniors
without further supervision than an office inspection advisable ?
The answer cannot be a categorical yes or no. Many things
done by a junior whose ability and trustworthiness are known to
his principal (especially if he has had previous opportunity to
become fully informed upon and acquainted with the work in
hand) can, with propriety and safety, be entrusted to him, under
only such general supervision as every reputable accounting firm
endeavors to maintain over its staff.
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Every accountant’s office is constantly called upon to exercise
intelligent discrimination in this respect. The same junior who
might be entirely relied upon in handling one examination would
not, even in an emergency, be considered as qualified to conduct
some other examination. One can imagine cases in which he
might be entrusted with the supervision of several other juniors
working on a single engagement, with only such office supervision
as might be had by conference with and suggestions from his
principal, whose advice is based entirely upon information re
ported to him by the junior, coupled with a prior knowledge of
the business and affairs of his client.
Were the question directed at a general and indiscriminate
policy of entrusting every kind of accounting work to juniors,
without regard to the nature of the work or the qualifications of
the junior doing it, or at an indiscriminate policy of signing reports
without exercising the most painstaking care and judgment in
discriminating, not only between juniors and seniors, but also
between seniors and seniors, the answer would be that such a
practice is not only unjustifiable but entirely reprehensible as well.

3. What should be said of a branch office of a firm in which
neither certified nor chartered accountants are employed ? Should
reports made up in such offices be signed there by employees not
certified or chartered? If not, is it ethical to make up such
reports for signature at some other office of the same firm
where certified or chartered men are employed?
I know of accountants who are not certified or chartered who,
by education and experience, and both professional and ethical
qualifications, are the peer of most certified or chartered account
ants; indeed they are in every way superior to some who are
certified or chartered. Because he is neither does not disqualify
an accountant from preparing reports which may be signed by his
employers, who may or may not be certified public accountants.
There are accountants who are members of the American
Institute who are neither certified nor chartered and many more
ought to be members.
There are some degrees of certified public accountant which
are about as meaningless as the degree of M. D., which was more
or less prevalent in my youth and could be obtained from
a paper college, whose requirements were few, and the chief of
which was the payment of a small fee.
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A reputable firm of accountants will not employ a manager
for a branch office who is not a capable and trustworthy account
ant. A firm which was represented in a branch office by certified
accountants who were not capable and trustworthy would be more
reprehensible than the former.
1 hope the time will soon come when all qualified accountants
will be members of the American Institute of Accountants.
If any present members of the institute knowingly and delib
erately certify to reports which are the result of careless or in
efficient accounting work they are not worthy to be members
thereof. If certified public accountants who are not members
of the institute do so, it is an illustration of the ineffectiveness
of attempting to infer professional or ethical conduct from the
mere possession of a degree, as well as of the futility of attempt
ing to discipline or use moral suasion with men who are in no
way amenable to any rules or ethical precepts laid down by an
organized body of the profession.

4. What should be said of the practice of certified accountants
arranging with those not certified to sign their reports for a per
centage of the fee, no supervision to be exercised?
If certified accountants engaged in this practice are members
of the institute, charges should be preferred against them under
rule (6), which reads as follows:
“No member shall certify to any accounts, exhibits, schedules
or other forms of accountancy work which have not been verified
entirely under the supervision of himself, a member of his firm,
one of his staff, a member of this institute, or of a similar asso
ciation of good standing in foreign countries which has been
approved by the council.”
If they are not members of the institute I despair of any
results from bringing the matter to the attention of the state
board of accountancy of almost any state.
*

*

*

*

*

There is much food for thought in the foregoing expression
of opinion on four important questions. Sooner or later it is
likely that the American Institute of Accountants will make some
definite rules on the subject of what shall and what shall not con
stitute a branch office. In the meantime the views here given
will be of much interest to everyone who considers the facts.
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